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. THE_ 1954 SOVIET BUDGET*

_Conclusjions,
e

The str1kmg pomts of the 1954 So viet Budget are the large
1ncreases in mvestment ‘and allocatmns agr1culture and thé
consumer industries, increases in 1nvestment ‘to héavy industry,
and-a leveling off of explicit defense allocations. Large rises
in unknown sources of revenue suggest the'possibility of unreal
revenues, deficit‘.financing,“"or -a combination of bot-h.

There are indications that budget allocations to the atomic
energy program have been cut without cutt1ng down’'on activities
in the program. Nothing explicit has yet been discovered per-
ta.uung to the gulded m18511e program.' It is suggested that "
a.llocatlons to heavy mdustry mclude allocatlons for the develop—
ment of nonconvent1onal weapons .

_ There are two unreal 1tems in the 1954 budget -« onetrepre-
sent1ng loss in revenue of 15, 7 b11110n rubles because of reduction
» of the, retail pr1ces the other represéhhng loss in revenue of
23, 3 b11110n rubles _because of the rlse 1n tl}e procurement and pur -
chase prlces of agr1cu1tura1 products ' Estlmated und1sclosed ex-
penditures are 9.7 b11110n rubles ' :

Investment in 1ndustry, agr1cu1ture, transport and tr"ade will
rise 24. percent over the amount actually 1nvested in those items -
in 1953. The. main.part of the rise will go to agr1(:u1ture and the
consumer goods industries. At the same time, heavy mdustry
'is to receive a sizable 1ncrease and the rna_]or portion of mvest-
ment funds.

Trad1t1onal sources of revenue have risen little in 1954. The
main rise is to come from the prof1ts tax, fulflllment of Wthh

* The estxmates and conclus1ons contalned 1n thls report repre- .
sent the best judgment of . .the respons1b1e analyst as of 1 July 1954.
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depends on the successful lowering of costs of production and on
the fulfillment of the plan for output. The state loan is planned
at the same level as in 1953, an average subscription of two
weeks wages per capita.

The 1953 budget benefited the consumer primarily through
short-term measures which increased his disposable income.
The 1954 budget preserves those same measures and also pro-
vides for long-term benefits by way of investing in agriculture
and the consumer 1ndus.tr1es

I. ‘Introduction.

The 1954 Soviet Budget shows the extent to which the Malenkov
government is intending to carry out its new economic program
Implementation of the new economic program in 1953 was ren-
dered difficult by commitments already made and by the necessary
time lags required for the reallocation of resources. This year,
more than half of the rise in cap1ta1 investment in industry, agri-
culture, transport and trade will go to agriculture and light
_.1ndustry. At the same time, budgetary outlays for maintenance of
»,and procurement for the defense establishment have been reduced
to 9 percent less than planned 1953 expenditures. This year's
budget reflects more intensively than the 1953 budget investment
in and benefits to the consumption sector of the economy. There
is no evidence in the budget plan of a mobilization of resources
for hostilities. Nevertheless, the 1954 budget allocatmn for de-
fense, though reduced from 1953, appears adequate to maintain
the Soviet armed forces at their present strength and level. Eco-
nomic intentions, revealed By the budget, support those announced
by Malenkov in August 1953. '

The. new program for the development of agriculture and of
consumer goods production, which was announced by Malenkov
in August 1953 and was described specifically in subsequent de -
crees and orders, seems to be the framework for the new budget.
Last year, measures were taken which had immediate effects --

_2 -
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néction w1th the reallocatxon of resources and the stepp1ng up
of the productmn plan for consumer go ‘al i¢ ;
ever drff1cult1es arose wh1ch are reflected ,_,the relat vely._
small increase of 4 percent in cap1ta1 1nvestment for 1953:',‘___2 "

In 1954 some of the measures which brought PRI
effects in 1953 are being continued, such as the’ reduced state '
loan and agriculture tax. In addition, increased resopurces are
being allocated to agriculture and the consumer goods indus-""
tries. 3/ By 1954, the reorientation to the new econom1c program
has been largely accompllshed to an extent that may 1nsure some
degree of success in the plan for red1rected 1nvestxnen1:

c s e

II. ~Budget Re'v'e“n,ues".‘ Aok

'
D

Planned revenue in the 1954 budget is . 572. 5 b11110n rubLes -
32. 8 billion rubles over revenue collected 1n 1953 and 28 2. o
billion rubles over revenue planned in 1953 Planned budget ' o
revenue in 1954 is shown in Table I, %% together with planned
and actual revenues for 1950-53. Slgnlflcant changes in reve-
nues are a decline 1n turnover tax rece1pts resultmg from o
reductions in reta11 prices and the ra1s1ng of procurement prlces
a significant rise in profits tax rece1pts Te sultlng from a hlgher
goal for lowering the costs of product1on and 1ncreasmg turnover,
and a large rise in secondary and undlsclosed revenues. In all
traditional primary sources of revenue (turnover tax, prof1ts '
tax, state loan, populatlon tax), wh1ch account for about 70 per- ]
cent of total revenues, rose by approx1mate1y 5 b11110n rubles '
over 1953 planned revenues, - leaving the bulk of the rlse 1n revenue

Srcoms frdmn se\.ondary an\ unchsc’iosed sources After est1— :
matings zeitzin known secondary sources of revenue, there is left
an increase of about 29 billion rubles unaccounted for within the
unknown’ category It is d1ff1cult to say where’ th1s 1ncrease

* Footnote references in arab1c numerals are to sources llsted
in Appendix B. : . e

*% For budget classification for revenues, see.Appendix'.A, 2.
**% Table 1 follows on p. 5.
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originates. c some
instances of the state's draw1ng on new mlnor sources (for o
example, unexpended capital: repalr funds in the Gosbank ac-_
counts of enterpr1ses and organ1zat1ons) 10/ Otherw1se, there
may be an item included in revenues wh1ch is, ‘either f1ct1t10us

or indicative of deficit f1nanc1ng In the’ war '_y'ears there was
deficit flnancmg, but the budget showed expendltures h1gher than
revenues. It is p0531ble that new account1ng methods aré now
being used in this connection, just as other Tnew accounting

methods are being used

‘A. 'T ur.nover Tax.

“:" The turnover tax is an exc1se tax lev1ed on consumer )
goods and petroleum products It is collected at e1ther the stage
of production or the stage of distribution.” ‘It is “the’ 1argest source
of budget revenue, usually amounting to about 50 percent of the
total. Since 1951 it has been declining as a résulf of’ large reduc-
tions in retail prices and of increases. in procurement pr1ces on
agr1cu1tural products.’ Turnover tax in 1954 is planned at 234, 4
billion rubles or 6 b1111on rubles less than’ planned last year
Smce retail’ pr1ce cuts cause a loss in state revenues, 11/ and
since there is no evidence of substantial dechnes in productlon
costs, it is assumed that the loss largely takes the form- of re-
duced turnover tax rece1pts The only other source of state
revenue included in the price of a product is proflt and at the
time of large prlce reductions, planned proflts and deduct1ons
':from prof1ts have not suffered

‘Rises in procurement prices of agrlcultural products also
cause a'loss in turnover tax recelpts Procurement orgaruzatlons
pay turnover tax, and when their costs rise and retail prices stay
" ‘constant, turnover tax rates must be reduced if the organizations

are not to suffer losses or reduced proflts :

‘Turnover tax receipts are chiefly determined by the volume
of retail trade turnover. Exact proportionality of movement cannot
be expected because petroleum products provide turnover tax
receipts but do not enter into trade turnover, and also because
sales of products subject to different tax rates show disparate
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rates of increase. Trade turnover 1is scheduled to rise 15..5 per-
cent in constant pr1ces in 1954 " The gap: between tuTnoveT tax
re celpts planned 1n 1954 and those whmh wouId be expecte.d aA: th;s

and 1ncreases in procurement an'd purchase pr1ce=_s,
dlS cussed below I ‘ T e e

Sl Via

B. "Dé’duc’,t'i"aﬁs from Profits

Deductlons from profits are planned to be 92 8 b1lhon
rubles in 1954 compared ‘with-70: 3 ‘billicn: Tubles: collected
from this source in'1953; ‘an‘amoirit’of 10.%4 billion Fiiblés 1ess.”
than planned. The profits tax is levied on state entefprises. :-.-.-_I'ti
1949, when subsidies were abohshed and wholesale prices and
freight rates raised, revenues from this source rose consider-
ably. 12/ In 1950, deductions from prof1ts fell sl1ghtly, but
since ther they have risen markedl'“"each yédr. " Thé FUlFIr: -
ment of the plan for proflts and ce, fo3 deductmns from
prof1ts, ‘depends primarily on fu.lf1ll1ng output and- ‘successfully
lowering costs of production. It particularly depends on raising
labor productivity, .which Zverev stressed. in the budget speech.
Industrial labor productivity in 1954 is to rise.by 8.3 percent,
compared with a 6-percent increase achieved in 1953, 13/ and
7 percent in 1952. 14/ It is planned that total prof1ts will rise
from 89.8 billion rubles, ‘the figure achisvéd in*1953; 'to 123.2
billion rubles a rise of 37 percent Table 2. shows ‘Soviet: prof1 ts
and revenues from deductlons frorn prof;ts 1n 1953 15/ a.nd 1954 16/

. T‘ame 2

Sovxet Prof1ts and Revenues frorn Deductlons from’ Prof1ts

1953 54 V - e e . - - F—
'Billion l.ifilbies,_ o
Total Profits 111.5 89.8 123.2
Deductions from Profits 80. 7 70.3 92.8
Retained Profits 30.8 19.5 30.8




‘Because. p‘z'-_b_fitt_as: ar.e_v_-;i:_'r__.e _s'.-idual and depe'nd on the level of
output, on invevstmeng‘égtlé.ys_, and "gp qhange,s .'ir_x labor pr@ddctiv;it-y
and production costs,. they are difficult to estimate with precision.
The serious underfulfillment.of the profits plan in 1953 probably
resulted from a combination qfh difficulties .ehcoqnteried in ‘rne.eting
targets for output, investment, labor productivity, and cost reduc-
tion -- difficulties which were compgun_ded by the sudden shifts
in resource allocations ordered under the new economic policy.

The trend in recelpts in thepermd 1951 -54 has been to
~ substitute «deductions from profits for the turnover tax, as indi-
cated in Table. 3. ' S :

Comparisons of ‘the che1pt5 fro mthe ‘Soviet ‘Turnover Tax .
and from Deductions from Profits "
~1931-53 and 1954 (Plan)

1951 1952 1953 1954

Total Revenues (Billion . . =" * . L
Rubles)a/. o " .. [ 470.37497.7 487.5 533.5
- Turnover:Tax (Billion Rubles) 247.8 246.9 243.6 234.4
Propor.tioﬁ' of T‘ota'l '(Pe,rcnén't)— 52."7 49 6 50.0 43.9
Deductions from Profits _ _ :
(Billion Rubles) T 48.0 58.5 70.3 92.8
Proportion of Total (Percent) 10.2 °~ 11.7 14.4 17.4

a. Total revenue in 1953 and 1954 does not include the -unreal
budget entries in the budget (see. Table 4) -- that is, loss of
revenue due to price cuts 4nd losses resulting from increased
procurement prices. Unreal entries in 1953 include the Plan
figure for Allocations for retail price cuts and the Actual
figure for allocations for raising procurement prices.




Both the turnover tax and profits are cons idered source’s-
of "'spocialist accumulation" or:"net mcome" -- that.is, the-difference
between cost’ “of productmn and sellmg price. In 1954, approxi--
mately one:thirdiof net income will bé derived from proflts and:
approx1mate1y two - th1rd8 ‘will" be derived from- the turnover tax:
Soviet theorlsts ‘assert-that’ by consis tently lowerlng retail prices,
and thus the amount received from turnover tax,: there will ‘be a

more equal distribution of net income over varlous branches of
the economy, including branches of industry. 17/ In other words,
the long ~term Soviet goal is probably ‘a contmuatwn of the .trend
shown above and a h1gher rate of increase ‘in profits:than in.turn:
over tax.” ThlS implies constant lowermg of tax rates and a maxi-
mization of prof1ts through low"e'r'ed costs and 1ncreased produc-
t1on and goods turnover s ‘ : : :

"‘C." 'fP.bpulation -','_I‘a’ices' and[the‘:state L—oa-n. :

The planned taxatmn of the p0pulat10n in 1954 is sl:ghtly
lower than 1953, reflect1ng the- contmued effects of the new agri-
cultural tax policy laid down in 1953.. Besides. the changing rate
of taxation ‘of agr1cnltura1 ihcome, other meéasures in this field.
were" taken in:1953.° Townspeople and workers in v111ages with
an agrlcultural income ‘were ‘freed from the principal part of”
their: agr1cultural ta_x obhgatlon and the: rates of various tax
collections’ from the kolkhoz' arketweré: "s;gmﬁcantly lowered " 18/
Also ‘the* 1954 state" reta1l7_ Tice reductxons, contrary to usual
practice] ‘did"not indlude’ foodstu_ffs “which are also sold on the-
free market. 19/ Thus prices received by the peasants were "
not forced dOanard in compe tition W1th state store prices.
‘Henvce, the farmer's incoine from free market sales was not
“affected.” These pol1c1es have served as-incentives for prlvate
agr1cultura1 productlon and will decrease ‘the divergence’ between
rural and urban 11v1ng standards :

: ) s

The state loan collected from the populatlon this year is
the same ‘as last year, ‘an average of two weeks' wages per -
capita. The planned increase - in personal savings deposits in 1954,
9.5 billion rubles, 20/ also will be’ borrowed by the state from the
savings banks, together with a small amount from social insurance
organizations, bringing the total amount to be borrowed by the state

-9 -
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to about 27.5 billion rubles, as compared with 28. 4 billion rubles
in 1953. . Personal savings deposits increased in 1953 by 12 bil-
lion rubles, -about three-times the average postwar increase. 21/
High savings represent increments to purchasing power and also
the expectation of greater availability of consumer goods.

D. Secondary Sources.

- Secondary sources of revenue include social insurance
funds, revenue from Machine Tractor Stations (MTS), taxes on
enterprises and organizations, collections and various nontax
income, customs and reparations, and carryovers from the
republic and local budgets. Information on revenues from these
sources is available as recently as 1952, and, for the most part,
reasonable estimates can be produced as to their amount in 1954,
MTS revenues and expenditures are entered into the Budget on a
gross basis. .Thus the total receipts of MTS are revenues to the
Budget.  In 1952, expenditures of MTS exceeded income by 11
billion rubles. It has been estimated that MTS revenues would
rise in 1953 and 1954 more than in other recent years as a result
of the widening and developing of MTS activities. Expenditures to
the MTS, however, are also rising steeply in 1954, so that the
ratio between expenditures and revenues is even greater than in
1952, 1It:is estimated that expenditures in 1954 will exceed reve-
nues by 21 billion rubles. As long as intensive investment is
carried on .inv‘the.-,MTS, expenditures will continue to exceed reve-
‘nues by a large amount. - '

‘In all pr‘e-'-_1_952 budgets, collections and varinus nontax
income contained an itefn revealer
to be income of state food and material reserves organizations.
In the 1952 budget, because of administrative chang_e,s, income
from material stockpiling operations was entered under Other
Revenues, while income from food stockpiling transactions re-
mained in its former category. Since food and material opera-
tions were merged under a single administrative body in June
1953, all budgetary income of the combined organization has been
entered under Other Revenues in the 1953 and 1954 budgets. 22/
The amnunte listed under these itemg .

are of such magnitude as to indicate that state

- 10 -




reserves are also on a gross basis in the budget.

Rl PRI -

Customs and reparations are practically impoéssible to
estimate except on the basis of trends in other years, since no
ruble value can be’ a551gned to reparatmns

After estimates of se condary sources-have:been: made,
which-are explamed in more detail in-Table 9%’ there 1s left:an™x
‘undisclosed residual 6f 46; 1 bllhon rubles, compared With “56.-75
billion rubles last'year. The sources for the rise-in this’item: i
remain unknown. There is left the possibility thdt some ofithis:
unknown revenue is unreal or that it repreSents def1c1t f1nancmg:"

R - el .

E.  Unorthodox Accountmg Entr1es in’ the 1953 and 1954
Budgets ’ : LB

mr o

There have been some suggestions that the 1953 budget:.

contains an overlarge undisclosed residual in both revenue and
xpendltures to the améunt of 40 billion’ rubles ' That is-not

accurate. ‘The 1953 Soviet budget contains a herétofore unmen- ..
tioned category for the allocation of revenues "for the lowering::
of state retail prices.' This category calls for an expenditure
of 43.2 billion rables and a balancing revenue. :In August 1953,
speak1ng before the Supreme Soviet; Finance Minister Zvetev ..
said 23/: DR I

The general sum of revenues of the State Budget
of the USSR for 1953 including révenues of the
budget of autonomous repubhcs and local soviets
form local sources receipts, and dlso 1nclud1ng
revenues, allocated for the lowermg of state re-
tail prlces, ‘carried out from’ 1 April 1953, is
defined in the plan of the Soviet of Ministers at
543,357, 320 thousand rubles -

The genefal’éum 'of;expenditure's"of the State '
budget of the USSR for 1953, including expendl—
tures of the budgets of autonomous repubhcs
and local Sov1ets ‘and also inc¢luding €xpenses = s
for the lowering from-1 April 1953 state retail ¢ i

* Table 9followsson p. 30.
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prices, is presented for _confirmatio-n at
530, 532, 048 thousand rubles.

In the budget speech, Zverev allocated 43. 2 b1111on rubles
for the price reduction of 1 April 1953. The revenue item is prob-
ably of the same magnitude, since these revenues are ''allocated
for the lowering of state retail prices on 1. April." In the past,
this item has not been included in the budget. The only reﬂec-
tion of price reductions in the budgets of previous years is in~
reduced receipts from the turnover tax and perhaps from deduc-'
tions from profits. For instance, in 1951, Zverev .said that the
retail price reductions represented a "pure loss for the state
budget. " 24/ In 1949, he spec1f1ca.11y said, ".... the income
part of the State budget is far strained, owing to the’ reductmn
of retail prices in 1949, which reduced state incomes in the ten
months of this year to the sum of 43. 8 billion rubles. " 25/

In 1953 it would,seem that the price reductlon has been re-
flected twice, once in reduced tax receipts and once .in additional
entries mentioned above.

In 1954, the budget mcludes an item of 15.7 b1111on rubles,
funds allocated for the price reductions of 1 Apr11 1954 The '
budget law states 26/:

To confirm within the USSR State Budget
for 1954 the allocation of funds set by the
USSR Council of Ministers at 15, 734 ., 000, 000
rubles from the revenue of the current year
for the reduction of state reta11 prices for
food and manufacturlng commodities which
was carried out as of April 1.... .

The fact that the revénue is of the current year indicates
that the revenue loss is due to this meas ure.

In the 1954 budget there is yet another new accountlng
entry, similar to the price reduction entry. This is the "alloca-
tion of funds set by the USSR Council of Ministers at a total sum
of 23. 3 billion rubles for compensation in connection with raising
of procurement and purchase prices for agricultural produce,

=12 -




which was carried out in 1953. 27/ This entry differs from the
price reduction entry: in'that-it represente actual expenditures to
procurement organizations to ‘Cover: the rxé' 1;; then: costs when
retail price lewvels stay constant. Procurement orgamzatmns then,
can keep paying into-the:budget the :8ame :rafeg- of turpover tax.

’ this expendlture
COmEs from the calegory or unais Glosed l‘e.ndu&l,\,spemﬁcally,
section 121 of Union Budget Expendltures, "return of revenues
and various payments.:# 28/..Returned re_venues are ‘defined by
Rovinskiy-as'rebates .on turnover.: -tax and. ,oi:her revenues. 29/
If this expenditure is.considered a.-rebate to the procurement
organization of a portion of the turnover tax paid’ by them into
the budget it would iseem necessary: that there:should be;a bal-
ancing item in undisclosed revenue;:an.item: Conta1n1ng fhefturn-
over tax paid into.the budget by thé; procurement orgamzatmns "
and which is-designated:for return: to the. procurement organlza-
tion to ‘caver-the rise in their -costs.:-This would seem,partlcularly
necessary- in view' of ‘the fact that- the ‘plan for turnover-tax. seems
not to include the amount of- turnover tax lost.as a; result of, pay-~
ment of subsidies for the rise in procurement prices.

: this -procedure of transferrlug

some ot the turnover tax (o another part of the budget for rébate

~—

purposes may be followed..

£
a

R




Quantitative evidence
on this type of transfer is too scanty to draw any conclusions.
It is possible, however, that-some transfer of them to another
part of the budget which would lower the figure of the turnover.
tax account itself had already occurred. The 1952 turnover tax
receipts-indicate that this may have occurred.

The connection of an event in August 1952 with the rise in
procurement prices brought about by the new economic program
suggests that there may have been plans to raise procurement
Rrices before Stalin's death.

In referente to the 1953-54 practice of including in the
budget revenue lost to price reductions and procurement price
rises, it seems:’that the most logical reason for the 1953 inclusion
of price reduction costs into the budget is one of propaganda. With-
out this item the 1953 budget would have shown little increase over
1952. With this item the 1953 budget showed a normal rate of growth
compared to the 1952 rate of*growth. In order to show any rate of
growth at all, the 1954 budget has had to continue this practice
by matching, in near amount, the fictitious items of the 1953 budget
because the expenditure for the rise in procurement, being merely
a tax rebate, cannot be considered real.

- 14 -




III.. Budget Expenditures. *

Total planned expenditures in the Soviet budget for 1954 are
562. 8 billion rubles, 48 billion rubles more than actual expendi-
tures in 1953 and 32 billion rubles more than planned expenditures
in 1953. Planned budget expenditures in 1954 are shown in Table 4;*%*
together with the planned and actual expenditures in 1950-53. The
‘most significant increases in expenditures are in the fields of
agriculture, consumer industry, and social-cultural measures.
These seem to have been made at the expense of an expanded de-
fense program. Heavy industry continues to assume the dominant
role in the national economy and received a 10-percent increase
in investment. Defense expenditures are planned at 100.3 billion
‘rubles, compared to planned expenditures in 1953 of 110.2 billion
rubles and actual expenditures in 1953 of an indeterminably smaller
amount. In general, the national economy; receives about one-third
of the budget funds, social -cultural.measures about one-fourth, and
Defense about one-fifth, These traditional primary expenditures
account for 25 billion of the 32-billion-ruble rise over planned 1953
expenditures. Traditional primary sources of revenue, however,
rose-only slightly, leaving a large rise in unknown sources of reve-
nue to cover the known rises in expenditures. In view of this, it
is possible that there is in 1954 a more inflationary situation in the
economy-than in 1953.

2 A, Fma_ncmg the National E conomy.

In 1954 the National Economy will receive 216. 4 billion rubles,
compared to 180. 4 billion rubles in 1953. 33/ Organizational break-
downs within the category Financing the National Economy in 1953
_and 1954 have undergone significant shifts in definition, which ren-
der comparison with previous years difficult. With the aid of esti-
‘mation of certain shifting categories, some comparison can be

made. e

* For budget classifications for expenditures, see Appendix A,/l.
*% Table 4 follows on p. 17.




I"'xpenditures under this category go to economic organiza-
ticns for new capital irvestment, expansion of working capital,
subsidies, operational expenditures, and capital riepair 40/

TS :.and other agricultural service organizations as. well as
. certain enterprises of the Ministry of Communications are.
-entered on a gross basis in the budget under. Financing the
Natioral Economy and receive all their expenditure funds from
this - category 41/ '

--In,,1954,-_abqut 42 percent of the allocations made to the
national:economy will go to industry, 25 percent to agricul‘ture,A
~17.percent: to trade and transport, and the remaining 16 percent
sto’alresidual 'which includes.expenditures to the communal economy,
-'state food .and-material reserves, certain atom:u" energy act1v1t1es,
and purchases of gold from mining organizations. -

wdanIn 1954, _mdustry'contmues to receive large allocatlons
They are about 10 percent higher than those planned for 1953.
.Alloca.tmns to industry declined in 1951 as a result of the abolition
of ; .subsidies. in- 1950. . Since then the allocations have been.z_-_lsmg
. each:year; by 1954 they have risen above the 1950 level. Alloéa—
.tioms:to- transport have also steadxly risen.after a dechne in 1951.
Allocations to agriculture rose in 1951, fell.in .1952, and by 1953
had not yet regained the 1951 level. Agriculture, however, re-

" ceived more attention-in 1954 than other. branches of the economy,
and a.llocatmn to agnculture rose to the h1ghest level known.. An

increase pf 24 b_11110n rubles. went to .,a.gr1cu1ture.

; Budget allocatlons to agrlcu.lture and procuremen in. 1954
reflect the positive measures being taken for-the development of

- .f agriculture.. In particular, MTS allocations show an increase of
10 billion rubles, 4 billion of which are for increased investment
in construction of buildings and building repair. The other 6 bil-
lion are for repair and. replenlshment of equipment. 42/

The fact that, beginning in 1953, procurement was included
in the agricultural category makes it difficult on the basis of pub-

lished budgetary statements to compare allocations to agriculture
in 1953 and 1954 with the same allocations of former years. In

- 16 -
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Table 5;% estimates of agriculture alone have been made_ for
comparability. In 1953 it was stated that allocations to agri-
culture and procurement were 39.9 billion rubles. 43/ "Addi-
tional' allocations were given as 13.6 billion rubles, which

was broken down as follows 44/: (1) 4.1 billion rubles, repre-
senting the loss in agricu-ltu;a_l tax receipts; (2) 2.4 billion rubles,
additional allocations to the MTS: and {3) 6.5 billion rubles,
raising procurement prices of livestock products and other live-
stock measures; of which, %% (a) 3. 8 billion rubles were for
raising procurement prices, and (b) 2. 7 billion rubles were for
other livestock measures. Of these, items (1) and (3, a) cannot
be considered additional allocations to agriculture and procure-
ment under Financing the National Economy. Item (1) is a loss in
revenue, and item (3, a) is included in ''other expenditures"

(see discussion above, *¥%* on unorthodox entries in the budget).
Therefore, total allocations to agriculture and procurement in
1953 under Financing the National Economy are estimated at

45 billion rubles (39.9 + 2.4 +2.7). Table § gives the estimated
breakdown for planned allocations to agriculture and procurement
in 1953 and in 1954, '

On the basis of this information, it should be noted that
in 1952 and 1953 the allocation to agriculture was not so high as
it had been in 1950 and 1951, respectively. Thus, although a new
program for the development of agriculture was announced in 1953,
investment in agriculture had to be brought up from a level below
that of 1950. Evidently, commitments already made in 1953 left
it impossible to carry out the new program to any great extent in
the current year. By 1954, however, it has probably become
possible for funds to be made available for reallocation from other
sources to agriculture. '

Besides the shift of procurement to agriculture in 1954,
internal trade was shifted jnto industry, in particular, light indus-
try. 46/ This leaves, from the old trade and procurement section,

* Table 5 follows on p. 24.

*% This breakdown was made on the basis of announced increases
in kolkhoz income from increased procurement prices on livestock
products. 45/ The amount was to be 3.8 billion rubles: since pro-
curement (;r_ganizations are subsidized for rises in procurement
prices, this would be the amount spent for that purpose.

*¥¥k Poa. 11-14, above.
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Table 5

Estimated Breakdown of the Planned Allocations .
to Agriculture and Procurement
in the Soviet Budget

1950-54
Billion Rubles
Allocation 1950 1951 1952 19532/ - - 1954
Agriculture 36.6 39.0 34.7 (38.6) b/ (55.5) b/
MTS 17.0 19.8 30.8
Other Agriculture 17.7 (18.8) b/ (24.7) b/
Procurement c/ : (6.4) (7.0) b/ d/
- Agriculture and Procurement (45.0) E/ 62 5

a. The 1953 breakdown on agriculture and procurement is made on the
basis of the basic allocation plus additional allocations mentioned in the
1953 budget speech and law. These '"additional" allocations are assumed
to be additional over actual 1952 expenditures. The 1952 actual ‘éxpendi-
tures to Agriculture were 33. 5 billion rubles; addlng 2. 4 billion rubles
for development of MTS plus 2.7 billion rubles for hvestock measures
.gives an allocation of 38. 6 billion rubles for 1953. To find procurement
allocations in 1953 the 'additional' items are left out, and the difference
between 33.5 billion rubles and 39. 9 billion rubles, the basic allocation to
agriculture and procurement -- that is, 6.4 billion rublés, is assumed to
be the procurement allocation in 1953. In 1952, allocations-to trade and
procurement were 13.3 billion rubles; 6 billion rubles of this for pro-
curement does not seem unreasonable.

Actual MTS expenditures in 1952 were 17. 4 billion rubles, 47/ and an
"additional' 2. 4 billion rublés was: appropriated to the MTS in 1953,
bringing the total to 19. 8 billion rubles in 1953. Actual expenditures by
MTS were 20. 3 billion rubles.

b. Figures in parentheses are tentative estimates.




Table 5

Estimated Breakdown of the Planned Allocations
to Agriculture and Procurement
in the Soviet Budget
- 1950-54
(Contlnued-)

c. It must be noted here that the amount indicated in the above table allo-
cated to procurement is not the amount paid to procurement organ1zat10ns
for the raising of procurement and purchase prices on agncultural products;
this item is included in the category "“other expenditures, " and.is discussed
in a previous section on the inclusion of unorthodox accounting entr1es in

the budgets of 1953 and 1954. .The procurement allocation Ilsted here in-
cludes investment, costs of storing products, and any operatlonal losses
incurred by the organization.

d. On the basis of 6.4 billion rubles allocated to procurement in 1953, an
appropriation of 7.0 billion rubles is estimated for 1954.

foreign trade, which is not mentioned in the 1954 budget and so
joins the "other category under Financing the National Economy
Table 6% shows the changes made in 1954 in the accounts under
Financing the National Economy '

For purposes of comparison, continuing estimates - through
1954 can be made for the old categories of Trade and Procurement.
Table 4** shows this,

In 1954, there was a S1gn1f1cant rise in the port;on of the
total budget to be spent-by the Union ‘Republics, Whereas the .
republic budget expendltures rose from 1950 to 1953 by 6 percent,-
from 1953 to 1954 they rose by 16 percent (from 102. 6 billion .
rubles to 119.6 billion rubles) 48/ The bulk of the rise in repub-
lic budgets was absorbed by h1gher expenditures under Financing
the National Economy. From 1950 to 1953 these expend1tures had

* Table 6 follows on p. 246-
*x* P. 17,. above.
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Table 6

Changes in Accounts
under Financing the National Economy
in the Soviet Budget
1952 and 1954

1952 Accounts o 1'95?4 -Ac-counts -

Industry‘ : Heavy Indus try
Agriculture Light Industry and Trade
Transport and Communications Transport and Communications -
Trade and Procurement Agriculture and Procurement
Other © . Other

State Reserves State Reserves

Gold Purchases Gold Purchases

Atomic Energy Atomic Energy B

Municipal Economy. Municipal Economy
o - Foreign Trade

risen from 21. 2 billion rubles to 22 billion rubles: 49/5.in 1954
they are 35.5 billion-rubles. 50/ Most of the rise:in republic
expenditures is probably caused by increased allocations to"
agriculture and to light and local industry, which are administrated
to a large extent on the republic level. This rise also indicates,
however, an increase in decentralization of financial control,

which is probably 1ntended to act as an incentive for greater ef—
ficiency. ’o : :

B. Capital Inve s:tment.

In the budget speech, total allocations to investment in
fixed capital and expansion of working capital are usually given,
with specification as to the amount which will come from the
budget and the amount which will come from ente rprises' own

- 26 -
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funds. The latter consist of retained profits, amortization deduc-
tions, mobilization of internal tesources, and savings from
lowered costs of production. In 1954, allocations to fixed capital
are’ 169 billion rubles. " This'is in"line with the' Fifth Five Year goal
for increasing capital investment: -“Allocations for the expansion
of working capital are 15.9 billion rubles. Funds designated for
expansion of working capital are used when new enterprises are
put into operation or when existing enterprises are expanding
production and need more funds for wa'ges and the procurement

of raw materials,’ fuel,. and other items. Expanded production

and investment in the building of new enterprises has been greatly
increased in 1953 and 1954, and there is therefore a larger need
for working capital thah in former years, when non-productive
projects like the Main Turkmen Canal and the Sakhalin-Mainland
‘tunnel absorbeintg2 portions of fixed investment funds. Table 7% .
siows capitzl investment and expansion of working. capital from

the budget and other sources.

. ‘Inicomparison Wwith 1951 and 1952, in 1953 and 1954 there
were sharp rises in the amount of funds to come from the enter-
pr_ises' own resources for expanding working capital. ‘These in-
creased funds were a reflection of the increased responsibility
and control being given managers of enterprises, probably in an
effort to increase enterprise efficiency, and at the same time get
the consumer goods program underway. '

This year, for the first time, the budget speech and law
gave de,tai_led information on capital investment in sectors of the
national e}i:onomy. This information includes sources from both
the budget and the enterprises own funds and is contained in
Table 8. %x S

The information in Table 8 indicates that in 1954 there
was a:24-i3ercent'increas.e }n total capital investment in industry,
agriculture, transport, and trade. In order to achieve such a
high increase in these known sectors, there may have been some
diversion of investment funds away from the unknown category in

* Table 7 f-1lows on p- 28,
** Table 8 follows on p. 29.
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: Table 7
Planned Capital Investment and Expansion of Working Capltal
in the Soviet Budget
"1950-54

Billion Rubles

1950 51/ 195152/ 1952 53/ 1953 54/ 1954 55/

et

Investment in. Fixed:

Capital,‘

Budget . co 106.5 .  98.0 98.1 . 106.7 116. 3
. Enterprlses' Own - :

Funds : 29.1 34.0 45.0 49.4 52.7

Totdl: fe v135.6 . 132.0 143.1 156. 1 169. 0

Expanswn of Workmg

Cap1tal
Budget - . .- v 6.7 5.4 4.6 . 4.3 4.8
Enterprxses Own L . . ) )
Funds ' 9.6 v 5.9 6.1 10.8 11.1
Total - K 16.3 . 11.3 10.7 15,1 15.9

" Total Investment and
Expansion of Working

Capital
Budget - : - 113..2 103. 4 102.7 111.0 121.1
Enterprises Own S : _
Funds - 38.7 . 39.9 51.1 60.2 63.8
Total 151.9 143.3 153.8 171.2 184.9
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Table 8 .

Announced Capital Investment in the USSR
by Sector of Economy 56/
1953 Actual and 1954 Plan

1953 1954 1954

Actual Plan " Percent

Sector . . . . (Billion Rubles) (Billion Rubles) of Total
Heavy Industry » 80 | 90 o 53.3
Light.Industry A 7.6 14 - 8.3
Agriculture 12 21 12. 4
Trade and- Cooperatives 2 4 2.4
Transport and Communication 17.7 18. 6 11.0
Computed Total ! 119.3 147. 6 87.4
Unaccounted For i/.A N. A, 21. 4 12. 6

Total | N. A. 169.0 100. 0

“Includes. communal economy, atomic energy, state reserves, and cother
mmor activities.

1954, wh1ch would bring the increase in total investment to less :
than 24 percent In this connection, analysis has indicated that.
budget allocatlons tothe unknown category in 1954 are planned

to be about T b11110n rubles lower than in 1953.

It is probable tha.t t};e dlfference between actual capital in-
vestment in 1953 and planned capital investment in 1954 is greater
than actual and plan differences in other years. The increase in
actual investment in-1953 was not so high as in other years; it
amounted.to 104 percent of 1952 investment. 57/ Specifically,
it is known that the Ministry of the Food Indusﬁ-y underfulfilled
its investment plan by 15.3 percent, 58/ and kolkhoz investment
is estimated to have been underfulfilled by 30 percent. Although
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kolkhoz investment is not included in these figures, it may be
indicative of other agricultural investment plan fulfillment.
Lack of information on actual investment expenditures in any
recent year, however, renders comparison and analysis dif-
ficult.

Heavy industry continues to receive the bulk of announced
capital investment funds. Investment in light industry, agri-
culture, and trade in 1953 amounted to 18. 1 percent of thc_é total,
and in 1954, to. 26.4 percent of the planned total. The real effort
in investment in agriculture did not take place until 1954, as can
be seen from Table 9. 2

Table 9

Capital Investment in Agriculture in the USSR

' 1949-54
3

Billion Rubles

Kolkhoz Investment

Long Term All Other Agricultural
Credit Own Funds Total . Investment i/
1949 (Actual) 59/ 2.7 7.9 b/ 10. 6
1950 (Plan) 61/ 3.8 B 15. 7
1950 (Actual) - 2.0 9.5 1.5
1951 (Plan) 62/ 3.5
1951 (Actual) (2.5) ¢/ 8.0 d/ 10. 5
1952 (Actual) 64/ 2.7e/ 8.7 d/ 1.4
1953 (Plan) 65/ 3.5 f/ 17.0 20.5
1953 (Actual) (2.7) ¢/ 11.5 g/ (14.2) c/ C12
1954 (Plan) (4.1) ¢/ 16.0 h/ (20. 1) h/ 21

a. Including primarily MTS and $ovkhoz investment.

b. Allakhaverdyan stated 60/ that monetary receipts to the indivisible fund
in 1950 were 20 percent hig—her than they were in 1949. Monetary receipts
to the fund are kolkhozes' own funds earmarked for capital investment. It
1s assumed here that investment from the fund grows at the same rate as
the fund.

- 30 -
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Table 9

1949154 - - :
: (:'Continue'd) E

Cé;pita';l ‘Investment in Agriculture in th_eUSSR

.. Estimated (based on’qualitative-evidence and tng_ng;g,ifgif;:gt};xg;;
d. A Soviet source 63/ stated:that ‘the av

1951 and 1952 Wwas 23, 7. This figure was applied.to-the Kisw:
1"()'§ig:"t_ér'n"i' c':‘red:itsffor."ea"_chyéar:.‘ Vel S e
e. Of this, 272 million rubles were for rur 1
{. Qf this, 2. 141 million rubles were for deve]
290 million"“rubles for »r-iira'l.electfification;.{; 275.million rubles for obtaining
mineral fei“tiliiér',-‘a‘.nd about -800 million. rubles for-construction of hothouse:
and farm: buildings, for* irrigation; .and so onuy Ty, e,

g. The 1954"Bli'ﬂgé't’spéfé'ch'aixinblinc‘e'd"'tha.t.th_e monetary resources of the

Monetar y‘ reé‘bulj'cés .ére.-earmarkéd" for: capital-investment. It is assumed
here th‘at‘.iri’véstn&f"e'ht-frbfri*fhe'fu‘nd grows at the .same.rate as the fund,
h. Tentative estimates based on the fact that. other.allocations to agri-
culture have risen in1954.. - oer SR - :

In 1953, an additional 0.9 billion:rubles ‘over 1952 was. allocated
to construction in MTS; 66/ and in’1954, an additional 4 Billion
rubles over [953 :W':_a.ﬁts-é'l—l'o*ca‘ted for this purpose’ 67/."Construction
in MTS, that -'-i:s,-'-_-,~bu?i-ldiﬁ'@g?_iféﬁi’jféti‘fi-‘;‘é'ﬁagf.;con-s:t_r,uc-,t_ian B?=Hui1.dings;-
from 1954 through 1956 will amount to 10. 5 billion rubles, or 5
times more than' the" té‘tal'f‘a'xho’unt'expende'd for: the same: purppse;
in the years [946 thiough1953. 68/

In 1950 the:pian for ldng-term loans from the ‘Agricultural
Bank to lekhb’z‘é's:.Wa;S-fﬁ.lf{-fIéd only by 52 percent. . This-was,prob-
ably trie also of other parts-of the agricultural investment, plan An
1950° In 195 1-and 1952, kolkhoz investment remained low, but.in
1953, the.plans were raised considerably. It is. doubtful,-however,
that kolkhoz investrment in"1953 was fulfilled. ‘_By-_-~l'Sep.f§erhb_gr 1953,
long -term credits for rural electrification had amounted toonly




153. 5 million rubles, or 53 percent of plan. 69/ It was announced
in early 1954 that the credit plan of the ag_rig:mura_.l long-term in-
vestment bank in 1953 was largely underfulfilled and that in 1954
the credit plan of the agricultural bank is to be 1-1 /2 times more
than'in 1953. In the same source, it was stated that the collegium
of the Ministry of Finance had noticed serious shortcomings in the
Agricultural Bank in its work of crediting kolkhozes, expending
funds of the indivisible fund,.and fulfilling plans for the return. of
loans. 70/ ~

investment shows that in the years
1951 and 1952, capital inputs in agriculture suffered, r_n'dst.proB-
ably as a result of the Korean war. The fact that in 1950 rela-
tively high amounts were planned for investment and that actual
achievements were lower than in other years s uppo:'fts_ this thesis.
It'is also evident that, as in other areas. of investment in 1953,

the goals for kolkhoz investment fell short by a s_ig_nifi;:an_t amount,
an estimated 30 percent. The lack of discussion on planned
kolkhoz investment in the 1954 budget also bears out this estimate.

This information on agricultural-
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A pattern similar to that in agrlcultural investment also
exists in capital investment in- consumer goods industry, in par-
ticilar, in the light and food industries; investment in those two
ministries is shown in' Table 10. 72/

Table 10
. .Iniieje.tment_in___the Light and Food Industries

o in the USSR
"""1‘95__0 -_5‘4*‘5':1&:!1‘9:5 1-55.Plan

Rillicn Rubles

Year - Investment
1950 8.1
Plan 1951-55 - © 7 53,0
1951 , . 6.8
1952 ' 7.2
1953 _ 7.6
1954 " ‘ 14.4

Here aga1n 1t seems that the Korean War disrupted an expan-
sion of those industries. It was not until 1954 that investment
, reached a level hlghe.r than that of 1950. _The revisions in the
econom}? roduced 1n“1953 Beem not to’ embody révised: goals of.
the present F1ve Year Plan i the ministries concerned with con-
sumer goods It is® more 11ke1y that'an effort was introduced to
fulfill the Flve Year Plan (1951 -55)-on time, ‘since the first 3 years
show that 1nvestment was’ well ‘below the rates necessary for ful-
f111ment of the Five Year Plan :

Some speculation can be made as to the designation of the
undlsclosed category of cap1ta1 investment, which on the basis of
Table 11* is’ planned in" 1954 to” be 21 4 b11110n rubles.

In" addition to ’*udget allocationis to sectors of the national
economy, the budget law: this year gave the allocatmns to those
same sectors from the nonbudget resources. In like manner, in-
vestment was also broken down, as is shown in Table 11. 73/

* Table 11 follows on p. 3%.




Announced Capital Investment in the USSR,
by Sector of Economy

1954 Plan

Billion 'Rubles

Budget  Nonbudget Total Capital
Allocation Resources Allocation Investment

Financing the

National s ETE . )

Economy - 216.4 110.3 326:7 - 169.0
Heavy Industry. . 79.7 53.5 133.2 . 90.0
Light Industry - ’ .

and Trade °. 14.2 T 22.4 36.6 18. 0
Agriculture and

Procurement 62.5 11.9 74. 4 21.0
Transport and

Commumca-

“tions Tzt -17.3 - 38.8 1 18.6
Other-» 5.2 . . 43.7 21 4 a/

“a,  It-is: (pos&1b1e that some of thlS 1nc1udes soc1a1 cultural con- _
struction. = :As: of:the present. there is no. avallable ev1dence ‘that.
clearly: states: whether- announced 1nvestment pertams only to the
budget cafegory of- Flnanc1ng the Natlonal Economy or also’ in- "
clude's some:social-cultural constructlon - Here it is. ass umed
that it pertains only to the National Economy

e '1 - :

‘Items anWn from all. sources to be mcluded in the "other"
category of the ‘budget are:Communal Economy, VS_tvate Reserves,
Atomic Energy, gold purchasing by the Ministry of Finance from
mining organizations, possibly prison labor camps, and some
minor functions. of the Ministry.of Motor. TranSport and High-
‘ways. 74/ Most of these items. receive all their funds from the
budget, as is evident from the table. Of the total und1sclosed




allocation of 43. 7 billion rubles, 38.5 billion rubles will come
from the budget. In the case of atomic energy, it is likely that
in addition there is other investment borne by budgets of heavy
industrial ministries which perform auxiliary functions to this
program. '

Development of other nonconventional weapons is likely
to be included in the budgets of individual ministries partici-
pating in the program such as the Ministries.of Defense, of
Aviation, and of Armaments. As of early 1054 there is no
known separate item included in any category for the develop-
ment of other nonconventional weapons or gu"ided missiles. As
far as is evident the undisclosed
items in the national economy include only the above listed
iteras. In the undisclosed item of the total budget, covering
""other' expenditures, there is also no evidence of appropriations
for development of nonconventional weapons; this'”category can
be fairly well estimated away on the basis of known components..

C. ‘Social-Ct'.;ltural Meas ures.

Socml cultural Immeasures are planned to cost 141 4 b1lhon
rubles in 1954, ccnipared.to 128..8 billion rubles in . 1953 an
unusually high rise of almost 10 percent. ‘The bulk of the rise
was absorbed by appropriations to Education and to ‘Health and ~
Physical Culture. Education is to receive 67.2 billion rubles,
which will go in particular toward the education of agncultural
specialists and also to expanding enrollment in the educational
system. In one year, 1954, there is planned to be a doubhng of
students who Will finish secondary school. 75/ The Academy of
Sciences.and other sc1ent1f1c research 1nst1tutes will recelve,
from the budget. and-other sources in 1954, 9.5 billion rubles. 76/
Research.on nonconventional weapons wo uld probably be 1nc1uded
in this category. Allocatidfis to. science dechned from 1949 to
1951 and appeared high in 1954. .77/

Allocations-to science from 1949 to 1954 are ‘sh’o‘vi);_r')'.in'
Table 12. *

* Table 12 follows .on p. 3¢.
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Table 12
Allocations to Science
in the USSR
1949-54

Billion Rubles

Year Budget Own Resources Total
1949 6.6 2.5 9.1
1950 5.6 2.5 8.1
1951 ° 5.3 2.7 8.0
1952  N. A. N.A N.-A.
1953 . N. A. N. A N. A;
1954 N. A. N. A 9.5

’

This is probably the highest allocation to science since 1949; it
may reflect increased nuclear and nonconventional weapon research.
Social Insurance, Social Security, and Aid to Unmarried Mothers
and’ rnothers with many children will receive slightly increased

funds in 1954 (44 9 b1111on rubles in 1954 compared to42. 9 billion
rubles m 1953) - :

D. ,Defe'n_s e Expenditures.

1. Explicii_; ljefen"s.'e Expenditures.

Expl1c1t defense expenditures go for malntamlng -and
equipping the land sea and air forces of the USSR. Procurement
of end items is estimated to amount to about 54 percent of the :
defense budget. 78/ Planned explicit defense expenditares are
100. 3 billion rubles, compared to 110. 2 billion r'ibles planned in
1953, In terms of procurement.the 1954 effort is estimated to
be approximately double that of 1950 and two-thirds as high as
the World War II maximum of 1944. (See Table 13. *) The 1954
allocation appears adequate to maintain the Soviet armed forces
at their present strength and level. Reorganizations within the
Defense establishment may have served to cut some expenses.

~% Table 13 iollows on p. 37.
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 Table 13
Index of Munlflons Procurement 1n the USSR_
in'Consfant Prices ' = e

1940-54

~(1940°= 100}

"Year

1940 -
1941 -

1942

1943

1944 -
1945

1946

1947 o
1948 - "
1949

1950

1951 _
1952 .
1953 S
1954

in’ certaln areas of
the USSR, expenditures for maintenance and: upkeep of the* e
fense estabhshment in 1953 were lower than’ the sameé’ 1952-exx
pend1tures 79/ ‘If this were a nat1ona1 trend, ‘it 'wodld’ md1cate
that the ma1ntenance ‘plan for 1953 wasg underfulfllled by ‘about::
10 percent, whic¢h does not séem unhkely since plan‘levels™ i
are usually based on actual ,performance of- the- precedmg t1me .
period. (For example, in’ comparmg defense ‘expenditures the
“Igs52. plan figure was: 113. 8 billion'rubles; the 1952 actwal: flgure' .
was 108. 6 billion rublés; and theé 1953 plan figure was 1102 bil--"
lion rubles.) Also, if expenditure underfulfillments in financing
the national economy, social-cultural measures and minor out-
lays are deducted from total undérfulfillment;, there_ is' left a




minimum underfulfillment item of 3 billion rubles, which probably
can be attributed to.Defense. It is estimated that defense expen-
ditures in 1953 were about 105 billion rubles, an underfulfillment
of 5 percent. ‘ :

Lxpenditurés for the development of nonconventional weapons
are probably not- included in this explicit military appropriation.
The main atomic energy expenditures are believed to be accounted
for under the heading of ""Financing the National Economy. "
Consequently, the decline in direct defense outlays. does not
represent a decline in these importaat categories. .

2. Atomic Energy Expenditures. <

expenditures
for the main atomic energy activities have been listed under
Financing the :National Economy from 1951 to the p;;;gée.nt. 80/
Within Financing the National Economy they are in;cilg,iled in the
residual as late as eai'ly 1954. They were evident;;ljyéﬁransferred
there in January 1951 from the category of other i;_r_i@i’;s.closed ex-
penditures. This transfer seems to indicate that at. the time when
expenditures for these activities could be planned‘iyit]:_‘i some degree
of certainty, .after the program was past its initié.lijé}:perimental
stages, its financing was incorporated into the plan.for the national
economy, e I '

- Analysis has indicated that the .residual category, of .
Financing the National Economy in 1‘35415ﬁp125,nnedtobeabﬁw—t
8 billion rubles lower than:in. 1953.. Thequest1o§1a.r45e s.as to
whether this.r eflects in pvé.r_._tv a. de_fgf e as;e_‘ 1nbudgetf1nanc mg of _
atomic energy activities. In the small amount of ev1denceava11-
able, there are indications that there has been a cutback in opera-
tional expenses financed by the budget yvivth_jo,ué,__‘tAlie»xf‘efbeAi’rig:,_ar_xy_ reduc-
tion*in activities, This would indicate a striving toward a greater
degree of business accountability (zhozraschet). It is also possible
that there has been some reorganization in the de,fjg"ps"_e eéfé.bliéh-
ment for the sake of economy. T A B

Expenditl_ires,t_:o atomic enérgy':mir_;ing é_,.c't_ivit.i_es'in the

Pevek area of the Far North have been cut whereas activities in
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that area have not been reduced. 81/

agomdfMssioi, appouited by Malenkov ana consisiing
ot S2buroV, Kaganovich, and was set up to
decide on the measures necessary o insure adeduate funds for
the coming year, for the production of *
'_(beheved to refer to! the first and secono metals pr oduced by
Dal'stroy) 82/ It is p0551b1e that the settmg up of this" commission
cah be reldted to a- proposed increase in hyst ness accmmtabﬂltv ‘
and a décrease in budget fmancmq

"It can also be noted in thlS connectlon that in’ the East
Germany J01nt Stock Company, Wismut, A.G. Wthh engages 3
in' mining uraniurm there have been indications- that startlng in
mid-1953 there has been a drive to economize in operational -
expenses while maintaining uranium ore output. These opera-
tional costs were paid for out of reparations until January 1954.

" On the basis of avajlable evidence, then," it is possible
that there has been a cutback'in f1nanc1ng by the budget of opera-
tional costs of organizations engaged in atomic energy activity
thhout a reductlon in activity.

3,'_"Guide.d Missiles,

: As yet there is no direct budget information on the
guided missile program. . There is no evidence

that there is a 1ew separate
budget category for these expendltures It may be suggested that
either in the National Economy category or in the Other Expenditures
category there is some.item for expenditures to the guided.
missile program Fairly close estimates, however, can be made
of the components of both these categories, and on this basis,
it seems pnllkely that the gu1ded missile program is included
in either place. It seems at present’ that the actlvzty being carried
on in this area by various ministries is included in the budgets
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of those minis‘tn‘esA The rise in 1nvestment 1n Heavy Industry
may in part reflect 1nvestment in this program

4., __Interna._l Se.c:.tirity.

The 1tem Internal Secur1ty, whlch includes appropr1at10ns
for. the pohce and border police functions of the MVD. and MGB,
is usually 1ncluded in conS1derat1ons of defense expendltures The

Ha.ns Heyman has po1nted out that expend1tu.res for _
Internal Secunty hlstoncally have had a trend 0pp081te to that
of exp11c1t defense expend1tures This relationship. is shown in
Table 14. Immediately after the war, for instance, when explicit
defense expendltures ‘were about- halved, Internal Security ex-
pend1tures rose. s1gn1f1ca.nt1y In 1952 when defense expenditures
1ncrea.sed sharply, Internal Secunty expendltures fell to thelr 1946
level. 84/ L v

‘Table 14
Expend1tures on Internal Security and on Defense
. in the USSR
1944 50 and 1952

- Bil‘lion Rubles

1944 1945 1946 1947 - 1948 1949 1950 1952

Internal ) o _ o S
» Security.a/ 7.0 9.9 17.4 24.1 25.6 23.1 21.1 17.0

Defense  137.7 128.2 73.6 66.3 66.3 79.2 82.9 113.8 a/

a. .P_lvan figur.e-s.

-This patternrh‘olds ’irnpll,iv:catvions of the Soviet agtttitud_e‘s toward in-
ternal and external security..
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A -In 1953 the merger of the MVD and MGB and the rernoval
of some economic activities of the MVD 85/ probably served to re-
'duce adm1n1strat1ve costs of the orgamzatlon In’ 1954 howeVer
a Committee for State’ Security was established, *and it seems to
have taken the place of the former Ministry of State Securlty (MGB)

:n view of ‘this:.and: of the fact
that most of its former economic act1v1t1es were returned to' the
MVD 88/ early in 1954, expenditures to Internal Secur1ty will
probably be a.bout 13 b11110n rubles in 1953 and’ pla.nned at’a
hlgher level in 1954 The decline in 1953° relatlve t6'1952 -is’
:based on the fact that' the MVD lost someé of its- ecofofmic functions
and was merged with the MGB in 1953 presumabiy resulhng in
a declme of admlnmtratwe costs 3 RASRGES

PO T

E. Adm nijs'rf:éht'i.oﬁ._

It was n g:ated in'the 1953 and 1954 budget laws that ex-
pendltures for State administration and justice have been’ ‘undesirably
high. No f1gures for Adml;ustratmn were gwen in the budget laws
for either year, althOugh there was a statement in thé 1954 law
that there would be a savings of 3.9 billioh rubles in administra-
tive expenditures, 89/ and another statement in the 1953 law con-
cerning a. planned savings of 6.5 billion rubles.- 90/ Evidence
. indicates that, when the law is voted on in the Supreme Soviet;
administration and internal security are lumped together under
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one heading. and ”fur'ther that when adm1n1strat10n alone is mentloned
in the budget speech as. rece1v1ng about a 14 b11110n ruble approprla_
tion, which is a fa1r1y constant amount only organs “of sta:te ad-
ministration and justice are referred to. Therefore, t_he_reductmn
in administrative expenditures mentioned in the 1953 and 1954 -
budget laws are taken to refer to both administration and internal
security, and allocatmns to admlnlstratlon g1ven in 1953 and 1954
refer to only administration and justice. These lattey- expend1tures
cover all central administrative -control organs, the Ministry of
Foreign Affairs, the State Plannmg Commlssmn and administra-
tive overhead costs of all 1nd1v1dual rnmlstrles and State judiciary
bodies. 91/ In 1954, administration alone is to receive 13.9 bil-
lion rubles. It is° probable that admmlstratlve expenditures in

1952 and 1953were overfulfﬂled in view of the large reductions
planned in 1953 and 1954 and the many administrative changes
which have occurred du.rmg the past two years.

F. »SeC’ondary_Items;.

5 Items of expendﬂ:ure not us aally listed by the Supreme
Council are.the Reserve Fund of the Council of M1n1sters Allot-
ments to'Special Banks,, and other unknown and mmor expendl-g
tures. 92/ ‘The usual underfulflllment of the und1sclosed cal egory
reflects the. unspent funds. in the reserve funds of the Counc11 of -
:Ministers, of the Unlon and of the .Union Repubhcs ' Where known,
» the, allocatmns has. been of a falrly constant amount, varying "
between 5 billion and 6 billion rubles
‘ tna! the Jeserve’

tuna nas not been used in any of the areas covered from 1950 unt11
1953. 93/ In 1953 it was used in practically all areds covered and

is known to have been spent in connection with the amnesty:

measure of 27 March 1953, 94/ In 1949 the fund was spent, though
-it is not known for what reason. The fund is for emergency
measures and. f1nanc1a1 bottlenecks, Just as state food and mater1a1
reserves are for emergency measures and economic bottlenecks 95/

- Other expendltures include add1t1ons to the assets of long-
term mvestrnent banks, expend1tures connected with the’ revaluatlon
of inventories at the time of a price change, exPendltures connected
with the conduct of electlons transfer of funds to republic' and local
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budgets, and some strategic expenditures, Primarily in connection
with atomic energy activities before 1951. 96/ It is possible that
some small amount of funds is designated for strategic purposes,
under the category ''other expenditures, as were atomic energy
funds during the. early stages of the Program. Major items of
strategic expenditure, as has been stated, come under the heading

of the National Economy.

It is interesting to note that in 1953, for the first time in
recent years, undisclosed expenditures were Voverfu‘lfilled. One
cause for this is probably that the reserve fund was used up in
connection with the amnes ty and possibly with other meas ures.
Because the new Program was not inaugurated until midyear -and
the budget was announced in August, it is likely that the planners
could not for.es.ee__all ‘the financial difficu-ltiesxt_h_at would arise in
connection with the implementation of the new program. Also,

a detailed plan for the raising of procurement Pprices on agri-~ .
cultural products was ngt announced until September, and the
only known amount allocated for this purpose in the budget was
3. 8 billion rubles for raising procurement and purchase prices
of livestock products. 97/ It is most probable, therefore, that
the 1953 budget, as announced, was only a tentative start toward
implementing the new program. The 1954 budget gets the new
program well under way.
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APPENDIX A

CLAS_SIFICATIONS- IN: THE SOVIET BUDGET 98/

1. -Budget ~Cla;ssiﬁca,tions'*f-dr. -Expenditur.e s. %

a. Fmancmg the Natmnal Economy

(1)

Indus try

.~ Ministry of the Coal Industry
" Ministry of the Oil Industry

Ministry of Ferrous Metallurgy
Ministry of Nonferrous Metallurgy

- Ministry of Heavy Machine Building
.-Ministry of Machine Tool Building

Ministry of Construction and Road

;. Machine Building

Ministry of Transport Machine ,
" Building :

Ministry of Machine and Instru-
~ment Building:. .

Ministry of Autornob11e ‘Tractor,
and Agricultural Machine Building

‘Ministry of the Aviation Industry
" Ministry of the Shipbuilding Industry
~Ministry of the Defense Industry

Ministry of the Chemical Industry

. Ministry of Electric Power Stations
“Ministry of the Electrical Industry

Ministry of the'Radio-Technical
Industry '

Ministry of Constructmn of Metal-
lurgical and Chemical Industry
Enterprises

Ministry of Construction

Ministry of the Paper and Wood
Processing Industry

Ministry of the Timber Industry

Ministry of the Construction
Materials Industry

* Ministries listed have been operating since 23 April 1954.
The categories are according to the 1953 budget.
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(1) Industry (Continued) Ministry of the Food Industry
Ministry of the Meat and Dairy
Industry ,
Ministry of the Fish Industry
Ministry of the Consumer Goods
Industry
Ministry of Local and Fuel
—- Industry
MVD: Economic Activities,
primarily mining
Ministry of Geology and Mlneral
Conservation
Planning Organizations of all
‘industrial ministries and central
organizations, USSR

(2) Agriculture - Ministry of Agriculture
S TR Al e * Ministry of State Farms
Ministry of Procurement

(3) Transport and Communications

Ministry of Transport
“Ministry of the Maritime and River
7 Fleet
' Main Administration of the Civil
Air Fleet
“Ministry of Communications
MVD Main’ Administration of High-
‘ways

(4) "Trade A : Ministry of Internal Trade
. Ministry of Foreign Trade

(5) "Other : State Committee for Food and Material
' : Reserves
Ministry of Housing and Civil
Construction
Ministry of Motor Transport
and Highways
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(5) Other (Continued) Prison Labor Camps
Coater ot Admidistration’ of Precicus Metals
~“Ministry of Finance; Payments
for gold purchases'”
"~ ‘Atomic Energy Program

b. Social-Cultural Measures -
Education -

Personnel Training
Science
Other

Higher Education

State Labor.Reserves ix+: 7 ..

Health Insurance T

Medical Services . L e
“Physical Culture

State Aid to Mothers

State Social Insurance -

Social Security

¢. Administration Ministry of Finance. _ _
Central Statistical Administration
Ministry of State-Cortrol
Ministry of Foreign Affairs
Administrative overhead of all
ministries

d. 'Internal Security Ministry of Internal Security
' ' SR Committee:for State:Security

e. Defense . -+ - Ministry of the Armed Forces
© 7 Justice - . "Courts .~ .- ' -
Supreme Courts

Procurator
f. = Payments on State Loan

g. Reserve Fund of the Councils of Ministers-
Transfers 6f State Taxes and Revenues to Local Budgets
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h. ‘Payments to Long Term Banks
Funds of State Social Insurance
Grants to Union and Autonomous Republic Budgets

- 'Returned.Revenue: and Various Payments
Other Expenditures .. - : ‘
Transfers to Local Budgets
Conducting Elections of Republic Supreme Soviets
Reimbursement for losses incurred by trading organiza-
~ tions on sales of obsolete goods in 1953
Elections for People's Courts '

i.  Expenses connected with the revaluation of inventories

2. Budget Classifications for .Revenues.

a.

Turnover Tax: -Broken down by Ministries and Main Administra-
tions concerned wholly with cne prduct :

Deductions from Profits: Broken down by Ministry
w0l department

Taxation on Popu'_la_tion

State Loan

Social Insurance funds
Revenue of Machine Tractor Stations
Taxes on enterprises and organizations

Collections and various nontax income

Return of funds received and not used by institutions and
organizations during the Previous year

Receipts from revaluation of noncredited balances of goods,
transferred to Union Budget

Receipts from revaluation of credited balances of goods

Payments of enterprises and institutions into the budget
(including payment for work done by military units)

Grants and other receipts from the Union Budget
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Revenue from revaluation of liabilities

Income of planning organizations

Union budget revenues from additional profit resulting
from the cancellation of the turnover tax on potatoes
and fruit (in efféct as.of 1 June 1952)

Customs Revenue .
Returned loans and repayment of ‘miscellaneous expenditures
Timber Revenue -

Tuition payments for advanced schooling
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